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QUICK FACTS

· Assessed Value – the portion of the true value in money on which taxes are based in Missouri.  Assessment Percentages:

Residential……………………………19%


Agricultural and Horticultural………. 12%


Commercial and all other……………  32%


Most Personal Property …………  33 1/3%

· Appraised Value – an estimate of a property’s fair market value. Appraised value is the TOTAL value of the property – the price a property would bring when offered for sale by one willing or desirous to sell and bought by one who is willing or desirous to purchase but who is not compelled to do so. 
The terms appraised value, fair market value, and true value in money are synonymous as used in the property tax assessment process, except for active agricultural property for which the appraised value is based upon the land’s productive capability and not fair market value.
· Real Property – includes the land, all buildings, structures, improvements, and fixtures of whatever kind on the land. Also included are all rights and privileges belonging to, or related to, the land.
· Tax Formula – Taxes are calculated using the following formula:  
$ market value x assessment level  x tax rate = $ tax



$100
· Tax Day – January 1 of each year.  Taxes are assessed on property owned on January 1, and its condition as of that date.  Real Property is reassessed as of January 1 each odd-numbered year.  
Note:  If new construction or improvements are made to real estate between January 1 of the odd-numbered year and January 1 of the even-numbered year, the additional value attributable to that new construction or improvements is determined based upon the economic conditions on January 1 of the odd-numbered year rather than the even-numbered year.
· Timelines in Appeal Process 
GENERAL TIMELINE

	Date
	Event
	Cite

	March 1 *
	Assessor to provide clerk with preliminary assessment books
	137.243

	March 15 *
	Clerk provides aggregate values to the political subdivisions
	137.243

	April 8 *
	Political subdivisions provide tax rates to clerk, who provides them to the collector
	137.243

	April 30 *
	The collector provides the projected tax liability to the assessor
	137.243

	June 15
	Last day for Assessor to mail impact statements.  In odd-numbered year must include projected tax liability statements in Jackson, St. Charles, St. Louis Counties and the City of St. Louis.
	137.180

137.355

137.490

	3rd Monday

 in June  
	First Class County BOE appeals due, unless extended by board
	137.385

	July 1
	Assessor provides final assessment books to clerks
	137.245

137.335

137.375

137.490

137.510

	July 1
	All BOEs may meet in reassessment years if needed
	138.010

138.090

138.170

	1st Monday 

in July
	First Class BOEs—including St. Louis City—meet
	138.090

138.170

	2nd Monday 

in July
	Appeals to BOE due in all jurisdictions except first class
	137.275

138.180

	3rd Monday 

in July
	Counties of 2nd (most), 3rd, 4th  Class BOE Meet 

Acting as Boards of Appeal
	138.010

138.050

	July 20
	Clerks provide aggregate values to State Tax Commission
	137.245

137.375

137.515

	July 31
	BOEs in all counties except charter end business
	138.050

138.100

	4th Saturday

in August
	BOEs in charter jurisdictions end business
	138.050

138.100

138.170

	September 1
	With the exception of counties and political subdivisions partially within a charter jurisdiction, political subdivisions set their levies
	67.110

	September 20
	Counties other than charters, set levies
	137.055

137.390

	September 30
	Appeals from county BOEs to State Tax Commission due 

OR thirty (30) days of the decision of the BOE, whichever is later
	12 CSR 30-3.010

	October 1
	Political subdivisions partially within a charter county or the  City of St. Louis must set levies
	67.110

	October 1
	Charter counties and City of St. Louis set rates
	137.055

137.390


* Only required in odd-numbered years in Jackson, St. Charles, St. Louis Counties and the City of St. Louis until the State Tax Commission provides computer software to county collectors to produce the projected tax liability statement.
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First Class Counties

	Date
	Event
	Cite

	3rd Monday

 in June  
	BOE appeals due, unless extended by board
	137.385

	July 1
	BOE may meet in reassessment years if needed
	138.090

	1st Monday 

in July
	BOE starts meeting 
	138.090

	July 31
	BOE ends business
	138.050

138.100

	September 30
	Appeals from county BOEs to State Tax Commission due. 

OR thirty (30) days after the decision of the BOE, whichever is later
	138.110

12 CSR 30-3.010


Charter Counties 

(Jackson, Jefferson, St. Charles, St. Louis)
	Date
	Event
	Cite

	3rd Monday

 in June  
	BOE appeals due, unless extended by board
	137.385

	July 1
	BOE may start meeting  in reassessment years if needed
	138.090

	1st Monday 

in July
	BOE starts meeting 
	138.090

	4th Saturday

in August
	BOE ends business
	138.050

138.100

138.170

	September 30
	Appeals from county BOEs to State Tax Commission due 
OR thirty (30) days after the decision of the BOE, whichever is later
	138.110

12 CSR 30-3.010


St. Louis City

	Date
	Event
	Cite

	2nd Monday 

in July
	Appeals to BOE due 
	138.180

	July 1
	BOE may start meeting  in reassessment years if needed
	138.170

	1st Monday 

in July
	BOE starts meeting
	138.170

	4th Saturday

in August
	BOE ends business
	138.050

138.100

138.170

	September 30
	Appeals from BOE to State Tax Commission due 
OR thirty (30) days after the decision of the BOE, whichever is later
	138.110

12 CSR 30-3.010


Second, Third and Fourth Class Counties
	Date
	Event
	Cite

	2nd Monday 

in July
	Appeals to BOE due 
	137.275

	July 1
	BOE may start meeting in reassessment years if needed
	138.010

	3rd Monday 

in July
	BOE starts meeting 
	138.010

138.050

	3rd Monday 

in July
	Counties of 2nd (most), 3rd, 4th  Class BOE Meet 
Acting as Boards of Appeal
	138.050

	July 31
	BOEs in all counties except charter end business
	138.050

	September 30
	Appeals from county BOEs to State Tax Commission due 

OR thirty (30) days after the decision of the BOE, whichever is later
	12 CSR 30-3.010


I.  Two-Year Assessment Cycle
Legislation was passed in 1986, requiring each County Assessor to appraise, equalize, and adjust the valuation of all real property every odd-numbered year to base assessments on local market values. This is done in accordance with a two-year maintenance plan approved by the State Tax Commission (STC).  §137.115.  

With regard to appeals under the two-year assessment cycle, the following is set out by state regulation:

1.
The assessment of personal property may be appealed every year.  
2.
With regard to real property assessments, a taxpayer may appeal (to an STC decision or stipulation) only once in the two-year cycle if there has been no new construction between January 1 of the odd-numbered year and January 1 of the even-numbered year.  
3.
If a real property assessment is appealed in the odd-numbered year and an agreement was reached between the parties or if a STC decision is made, the stipulation/decision controls the assessment for the next even-numbered year and the taxpayer cannot appeal in the even-numbered year.  


The STC notifies, in writing, the county clerk, county assessor and the county collector in the odd-numbered year of the pending STC appeal and informs them the appeal will affect both that year and the next even-numbered year (e.g., 2011 and 2012).  The letter also informs if a decision is not rendered in an appeal before April 1 of the next even-numbered year, pursuant to Commission rule      12 CSR 30-3.005, that notice constitutes a filing of an appeal in writing to the local board of equalization on behalf of the taxpayer.  Please note that the taxpayer does not have to appear in front of the Board of Equalization for the Commission to consider his 2012 assessment.

4.
If the taxpayer did not appeal in the odd-numbered year or appealed but it was dismissed prior to a stipulation or STC decision, an appeal may be made in the even-numbered year, but the decision only affects that year’s assessment.  

II.  Board of Equalization

A. Members
In St. Louis City, the BOE consists of the assessor, acting as president of the board, and four property-owning citizens who have been residents of the city for the past five years and who are appointed by the mayor.  §138.140.  
In First Class Counties, the BOE may consist of three persons appointed by the County Commission. §138.085.  No member of a board in a charter county may be an official of a political subdivision in the county.  §138.011.  

In Second, Third and Fourth Class Counties, the BOE consists of the County Commissioners, the Assessor (non-voting member), the Surveyor and two citizens of the County appointed by the County Commission.  In Second Class Counties, the County auditor serves as a member of the BOE.  §55.161(4).  The County Clerk serves as secretary of the Board without vote.  §138.010.

Each BOE sets its own agenda as to meeting dates and times, within the statutory dates, for convening and adjourning.

The Assessor or a member of the Assessor’s staff is to be present at all Board hearings and has the right to present evidence pertaining to any assessment matter before the Board.  §138.010.

B. Role and Powers of BOE
1.
Equalize Assessments.  The BOE is to raise or lower valuations believed to have been valued below or above the real value for the property.  §138.050, §138.100 & §138.150.

2.
Hear Appeals.  The BOE is required to hear complaints and appeals from the assessments made by the Assessor and to adjust, and correct the assessment accordingly.   §138.060.

3.
Determine Appeals & Keep Record.  The board shall hear and determine all appeals summarily, and the Clerk is to keep a record of its proceedings.  §138.060.
4.
Add Omitted Property.  If the assessor notifies the BOE of any property which has been omitted from the tax rolls, the BOE shall add and assess such property.  §138.070 & §138.150.

5.
Provide notice to the taxpayer when omitted property is added or if the existing property’s assessment is increased.  If the board proposes to increase any assessment or to assess any omitted property, it shall give notice by personal notice, by mail, or if the address of the person, agent or representative is unknown, then by publication in one issue of at least two daily newspapers published within the city. §138.050, §138.070, & §138.100.
6.
Subpoenas.  The board may subpoena witnesses and order the production of books and papers, and any member may administer oaths in relation to any matter within its jurisdiction.  §138.040 & §138.170. 
C.
Sunshine Law

In performing its statutory functions, the Board must follow the provisions of Chapter 610 (Sunshine Law).  Specifically the BOE is required to:

1.
Post notice of the time, date, location, and tentative agenda of all meetings. 
2.
Close a meeting only as authorized under §610.021, and post notice of the closed meeting pursuant to §610.022.2, or the majority of the quorum votes to close the meeting pursuant to §610.022.1. 
Note:  While the Nasrallah case decided by the Western District Court of Appeals (the transfer of which was dismissed by the Supreme Court of Missouri) appears to create a non-statutory exception in the context of quasi-judicial deliberations, it is the STC’s position that boards of equalization, due, in part, to the summary nature of their proceedings, should conduct open deliberations.

Failure to follow these provisions could result in the Board’s action being declared void and/or the imposition of a civil fine.
If in doubt, get counsel from your Prosecuting Attorney or County Attorney.
III.  Board of Equalization Hearings

A.
Preparation for BOE Appeals

· Publicize.  Times dates and location for hearings must be posted in accordance with the Sunshine Law.  This information should be published in local newspapers.  Information on how the taxpayer appeals to the BOE and the deadline for filing the appeal should be included on Change of Valuation Notices.
· Coordinate hearings.  Plan in advance with the Assessor’s staff, appraisal and mapping contractors, and any other specialists that may be required to attend.

B.
Important Issues Pertaining to BOE Hearings

· St. Louis City.  Any person may appeal in writing to the BOE from the assessment of his or her property by filing such an appeal on or before the second Monday in July.  §138.180.
· First Class Counties.  Any person may appeal in writing on forms to be provided by the county clerk before third Monday in June.  §137.385.  However, it is recommended that the BOE extend filing date to on or before second Monday in July.  §138.275.
· Other Counties.  Any person may appeal in person, by attorney or agent, or in writing on or before second Monday in July.  §137.275.  
· A hearing with the BOE is the first step in the statutory appeal process, and should be well documented.
· Taxpayers may appear before the Board without having had an Informal Hearing.  
· “Appeal” does not mean they have to “appear” at the BOE Hearing, they only have to have lodged an appeal in writing.  All taxpayers who appeal to the BOE MUST receive a written Board of Equalization Decision, whether or not they “appear” before the Board. 
· While there is no presumption that the assessor's valuation is correct (§138.180), to establish the correct assessment, the taxpayer must provide substantial and persuasive evidence.
· The BOE may increase or decrease value as new evidence or information indicates.
· In order to appeal to the STC, the taxpayer MUST first appeal to the BOE, with few exceptions. Two major exceptions are:
1.
A taxpayer seeking exempt status may go straight to Circuit Court, bypassing the STC appeal process.  
2.
If the valuation increased or property was assessed for the first time and the taxpayer was not provided proper notice, STC rules provide that the taxpayer may appeal directly to the STC.
· If the taxpayer is not satisfied with the BOE decision, he or she may then appeal to the STC, the full Commission, and then to Circuit Court.

C.
Who May Present Evidence and Who May Provide an Opinion of Value 
The taxpayer and/or his attorney and/or agent may appear on behalf of the taxpayer.  However, parties should note that an agent may not offer an  “...objective analysis, evaluation, opinion, or conclusion relating to the nature, quality, value or utility of specified interests in, or aspects of, identified real estate...” for a fee unless licensed or certified with the Missouri Real Estate Appraisers’ Commission with exceptions listed in §339.501.5(1)-(5). §339.503(1); §339.501.5(1)-(5); 12 CSR 30-3.065(3)-(5).  Those exceptions are:

1.
Any person, partnership, association or corporation who, as owner, performs appraisals of property owned by such person, partnership, association or corporation;

2.
Any licensed real estate broker or salesperson who prepares a comparative market analysis or a broker price opinion;

3.
Any employee of a local, state or federal agency who performs appraisal services within the scope of his or her employment; except that, this exemption shall not apply where any local, state or federal agency requires an employee to be registered, licensed or certified to perform appraisal services;

4.
Any employee of a federal or state-regulated lending agency or institution;

5.
Any agent of a federal or state-regulated lending agency or institution in a county of third or fourth classification.

Section 339.503(16), defines “appraiser” as “a person who for a fee or valuable consideration develops and communicates real estate appraisals or otherwise gives an opinion of the value of real estate or otherwise gives an opinion of the value of real estate or any interest therein.”    Most jurisdictions allow attorneys to appear and indicate the proposed value of their client, but do not allow the attorney to develop his or her own value, unless the attorney is a licensed appraiser, the idea being that the attorney who communicates the client’s opinion is serving as an attorney, but not “developing” a value. Although somewhat technical, this is a reasonable approach.
D.
Conducting Board of Equalization Hearings

1.
The Assessor and staff should be prepared to defend all values or offer evidence in support of a change in value.  Values are developed on a mass appraisal basis, but are defended in BOE and STC Hearings on an individual property basis, as in a fee appraisal. Values different than that determined under the mass appraisal system, need to be supported by recognized appraisal practice.
The Assessor must have adequate time to prepare cost calculations, sales grids, Income and Expense analysis, and other types of individual appraisal support for his/her value. 
As soon as possible after an appeal is made to the BOE, notify the assessor so that he/she may start preparing documentation to defend the value.  
2.
Be prepared.  Before the hearing, gather all materials (appeal form, assessor’s documentation) for each hearing.  
3.
At the beginning of the hearing, ask the taxpayer if he/she has any documentation that supports his claim and/or his opinion of value.  COPY ALL DOCUMENTS (make two copies, one for the BOE hearing file, one for the Assessor’s Office, for use in analysis, if copies are not provided by the taxpayer) and return originals to the taxpayer.

4.
During the Hearing.  

· Listen to the problem, and make most decisions AFTER the documentation has been analyzed. 
· Review the taxpayer’s records in a manner appropriate to the problem.
· Make sure the assessment office staff has reviewed the property, or will review the property, if necessary and possible.
· Emphasize Market Value – Overvaluation Appeals:   Again, the amount of change is NOT the issue. The question is whether or not the taxpayer feels the property is at market value as of the tax date. 
· Refrain from making snide or sarcastic comments. 

· Mail the BOE decision at a later date. 
Remember, the issue at hand is how much weight the Board chooses to place on each piece of evidence, the evidence as a whole, and how persuasive the evidence is in representing the local market value of a property.
5.
During the hearing, if it is apparent the taxpayer has valid documentation to support his/her value, before the taxpayer leaves make sure to 

· Schedule a Field Review to verify any requested or indicated change in data or value, as needed.
· Obtain taxpayer’s or agent’s phone number.
· Verify free access to property for inspection, if needed.
· Instruct taxpayer on the type of follow-up (field review, or decision by mail).
· Document changes (if any at this time).
6.
Things to be avoided during BOE Hearings  
· Argument with Taxpayer.  The Board is to be an impartial entity.  Argument on any point with taxpayers is of little, if any, benefit.  The taxpayer is generally not going to be persuaded by what a member of the Board says.  Answer inquiries.  Avoid arguments.

· Negotiated settlement.  Making an offer of settlement to the taxpayer is not necessary.  The Board is to arrive at its decision based on the information presented.  If the information presented to the Board, by either the taxpayer or the assessor, warrants a reduction in value, then change should be made.  Negotiation at the public meeting is not advisable.

· Make adjustments based on taxpayer hardship.  Taxpayer hardship is not a basis for determining true value in money, classification or exemption.  It is irrelevant to the responsibilities of the Board.  In cases of taxpayer hardship, direct taxpayers to the Missouri Property Tax Credit Claim or Homestead Preservation Program.  To find out more about either the Missouri Property Tax Credit or the Homestead Preservation Act, call the Missouri Department of Revenue at 573-751-3505.  For forms call 1-800-877-6881, or visit their Websites:   http://dor.mo.gov/tax/personal/ptc/ (Property Tax Credit)
http://dor.mo.gov/tax/personal/homestead/ (Homestead Preservation Act)

· Granting exemptions easily.  Property is presumed taxable.  Property must pass the three-pronged test in order to be exempted from taxes.  If there is any question on the property’s exempt status, deny the exemption and advise the taxpayer to appeal to the State Tax Commission.  
7.
After the Hearing.  
· Conduct fieldwork as needed.
· Provide all changes to the Assessor for updating property records:
· Correct data on PRC, maps, etc.

· Adjust new construction log if needed (this impacts the Form 11A totals).
· Notify the taxpayer of any delayed or pending action.
· Notify the taxpayer in writing, by mail, of the Board of Equalization Decision, whether or not a change is made.  Be sure to include information on how to appeal to the STC.  

EVEN “NO-SHOWS” MUST RECEIVE A BOE DECISION LETTER.
8.
Valuation Information

· Subject Property Sale:  Determine if it is an “arm’s-length” or market transaction and if it is recent enough to be relevant. 
· Comparable Sales Data:  Sales do not have to be of identical properties, but should be sufficiently similar to be a sound comparable.  Important factors in comparability are:  age, quality of construction, condition, lot size, building size, location and other amenities of comparability.

· Income and Expense Information:
Previous three years of information, if available for the property under appeal.  Income and Expense Date must be analyzed to estimate net operating income (NOI) – allowable expenses deducted from income.

· Newspaper/Internet Articles on Real Estate Trends:  Such information is of no benefit when trying to determine the value of a given property.

· Charts and Graphs on Tax or Valuation Increases:  Documents illustrating rates of an increase in taxes or valuation for the property being appealed do not provide data relevant to the issue of valuation for the given tax date.
IV.  Board of Equalization Decisions 
Decisions are to be made in writing and sent to the taxpayer or his attorney or to his agent.  

1.
BOE decisions should contain certain relevant information.  That information is:  

A.
Date of the BOE decision.  Ideally, the date of the decision would be the same date the decision is mailed to the taxpayer.  This date is important when determining if appeals are timely filed with the State Tax Commission.  If the date the decision is mailed is different than the date of the decision, this should be noted in the decision letter.

B.
The taxpayer’s name as it appears on the assessment roll, and the taxpayer’s address.  Many BOE decisions are mailed to tax representatives, or the taxpayer’s attorney.

C.
Parcel or locator number of the property.  If more than one parcel is appealed, each parcel needs to have its own decision.

D.
Classification of the property (i.e., residential, commercial, agricultural).

E.
The Appraised and/or Assessed Value.  The Assessor’s value and the Board’s value, even if no change is made by the Board should be listed on the decision.  If the property is mixed-use, please identify the value for each classification.  

A decision letter which only states “your appeal is denied” and does not include the information set out above does not provide the basic information for an appeal to the State Tax Commission.
2.
The BOE Decision should be mailed as soon as possible either after the hearing or adjournment of the Board.  The taxpayer deserves to know the decision in a timely manner so that they may consider whether they wish to exercise their right to appeal to the Commission.  If the Board has only a few appeals and the hearings were all conducted in a relatively short time period, then mailing upon adjournment is appropriate.  If there were a number of appeals, and the Board hearings covered more than one week, then mailing decisions at the end of each week might be the better option.

3.
Keep a copy of all Decisions and the dates mailed with the Board records for each year.  

3.
Samples of Improper and Proper Decision Letters

A.
IMPROPER BOE Decision Letter:
BOARD OF EQUALIZATION

COUNTY OF IMPROPER

Room 105, County Courthouse

Taxation, Missouri

Taxpayer:


The Improper Board of Equalization has denied your appeal and sustained the Assessor’s value.

Sincerely,

Ima Writer

County Clerk

Secretary of the Board

Notice there is no information identifying the taxpayer, the property under appeal or assessment.  There is no date to determine when the decision is issued.  It gives no instructions to the taxpayer on how to appeal the decision further.  
B.
PROPER BOE Decision Letter
BOARD OF EQUALIZATION

COUNTY OF PROPER

Room 205, County Courthouse

Assessment, Missouri

July 24, 2011
I. M. Taxpayer

123 Undervalued Ave.

Assessment, Missouri

Re:
Taxpayer’s Name:  I.M. Taxpayer 


Parcel Number:  02-2.4-002-005.012


Residential Property


Assessor’s Appraised and Assessed Values:      
$125,000/$23,750


Board’s Appraised and Assessed Values:

$125,000/$23,750

The Proper Board of Equalization after consideration of the information presented at the hearing in your appeal voted to sustain the Assessor’s value.

You have the right to file an appeal with the State Tax Commission (STC).  If you choose to appeal, you may request appeal forms from the STC by calling 573-751-1715 or by written request addressed to State Tax Commission of Missouri, P.O. Box 146, Jefferson City, MO 65102-0146.  You may also download the Complaint form from the STC web site:  http://www.stc.mo.gov.  Instructions on completing the form and on handling your appeal are also available on the website.

If you request an appeal form, the STC will mail the form to you, with instructions on how to fill out the Complaint form.  The completed form must be postmarked no later than September 30, 2011, or 30 days after the above date, whichever is later.

Sincerely,

Shirley Efficient

County Clerk

Secretary of the Board

Notice the date the decision is issued; the taxpayer is identified; the property under appeal is identified; the classification of the property is shown; and the assessment is given (whether changed or not).  Clear instructions are given on how to appeal the decision further if the taxpayer is not satisfied with the BOE’s determination.  

V.  Preservation of Board of Equalization Records

All appeal-related paperwork must be kept.  BOE files are reviewed by the STC staff, as with any other part of a reassessment program.  (See:  Chapter 109, RSMo).  
Hearing notes may be helpful information for the Assessor.  Reasons for change and the BOE documentation can assist the Assessor with future reassessment analysis.

VI.  Appeals of Board of Equalization Decisions

To appeal the decision of the BOE, the taxpayer must appeal to the STC by September 30th or 30 days after the date of the BOE Decision letter/notice, whichever is later.
If the issue is solely one of exemption, the appeal may be taken directly to Circuit Court instead of appealing to the STC.

The STC provides brochures/pamphlets and appeal forms for appealing BOE decisions on line at:  www.stc.mo.gov 

VII.  Common Issues on Appeal

A. Valuation

In this type of appeal, the taxpayer is asserting the property has been valued above its true value in money by the assessor.  This is the most common type of appeal before the State Tax Commission.  In a simple valuation case, the taxpayer needs to prove:

1.
The taxpayer has standing to bring the appeal;
2.
The appeal to the BOE was made in a timely and proper manner; and
3.
The market value of the property as of January 1 of the appropriate tax year.  

Missouri and most other states recognize three approaches to value:  the Cost Approach, the Sales Comparison Approach and the Income Approach.  Appraisers usually use all the approaches to value in an appraisal report, but, depending on the nature of the property being valued, one or more of the approaches may be relied on more heavily.
Cost Approach
· The Cost Approach begins by establishing the value of the land on which the building sits, using sales of similar lands or extraction of land value from improved sales. To the land value is added the replacement cost new of the buildings, less depreciation (RCNLD).  In determining the RCNLD of a building, the assessor considers such factors as age, size, condition, quality of construction and other features that influence value.  

· The Cost Approach is generally well suited to value special purpose buildings that rarely, if ever, sell in the marketplace and which do not generate rental income to their owners.  It is also a good approach for relatively new structures.
Sales Comparison Approach
· The Sales Comparison Approach utilizes property sales information to estimate the value of unsold properties. Sales that are not “arm’s-length” sales are excluded from the sales analysis.  Land and building values can both be determined using the sales comparison approach. The appraiser adjusts the comparable sales for location, time, condition, size, and other factors to determine a value for the subject property.

Income Approach
· For some properties, the income that they generate is often the best indicator of their value. Properties like hotels, apartments and commercial buildings that are leased out generate income for their owners.  It is this rental income that attracts a buyer and often determines the selling price.
· To ensure accuracy by the Income Approach, it is essential that income and expense information, requested from the building owners, is submitted.
· The Income Approach converts the net operating income of a property into an estimated market value through capitalization.  The net operating income is the gross revenue generated by the property, minus a vacancy allowance and typical operating expenses.  The actual income of the property being appealed may be appropriate for use, if it is reflective of the market.  Typical expenses are those necessary to operate and maintain the property as well as provide for replacement. The capitalization rate is derived by dividing the net income of comparable properties that have sold into their sale prices.  A capitalization rate may also be derived from a Band of Investment analysis.  The “cap” rate is applied to the net income and the resulting figure is the estimated market value.  Simply stated, the income approach equations are:

(Net Operating Income (sale property)) / (Sale Price) = Capitalization Rate

(Gross Income - Vacancy & Expenses) / (Capitalization Rate) = Market Value
Recent overvaluation decisions.   See: http://www.stc.mo.gov 

Click on Legal Decisions; Click on 2013; Click on specific Appeal Number to read decision.
B.
Discrimination 

This type of case, often called a uniformity or ratio case, is based on the constitutional requirement that "taxes be uniform upon the same class or subclass of subjects."  Mo. Const. of 1945, art. X, §3 (amended, 1982).  The taxpayer in a uniformity case is asserting that, because assessments are not uni​form, he or she is being denied equal protection because the subject property is being assessed at a higher level or ratio of true value than the other property in the same class of property in the jurisdiction.  In a uniformity case, the taxpayer must prove:

1.
The taxpayer has standing to bring the appeal;
2.
The appeal to the BOE was made in a timely and proper manner;
3.
The true value in money of the subject property to determine its assessment ratio 
on the tax day; 
4.
The average level of assessment for the relevant subclassification of prop​erty in the taxing jurisdiction; and
5.
The disparity between the subject property’s level of assessment and the average level of assessment for that subclassification is excessive.

The first three elements have been discussed previously. The most difficult element to prove in a uniformity case is the average level of assessment for the relevant class of property in the jurisdiction. Typically, the level of assessment is proved by conducting a ratio study using sales or appraisals of a sampling of prop​erties. 

Recent discrimination/ratio decisions.   Cornerstone Industrial Fund v. Muehlheausler (St. Louis County), 04-10166, issued 6/24/08; GBN Management Co. v. Muehlheausler (St. Louis County), 03-12512, issued 6/24/08; West County BMW v. Muehlheausler (St. Louis County), 05-12569, issued 3/17/09; In the Matter of the 2007 and 2008 Commercial Assessment Ratio of Properties in St. Louis County, Complainants, v. Zimmerman, Appeal No. 07-08 Ratio, issued 4/29/11.  These may be found on the State Tax Commission’s website (www.stc.mo.gov) under Legal Decisions.  
The taxpayer who is successful in proving lack of uniformity is entitled to have his property assessed at the average level of assessment for the subclass (element #4 above).  Breckenridge Hotels Corporation v. Leachman, 571 S.W.2d 251 (Mo. banc 1978).

In another type of discrimination case the tax​payer asserts that the assessor has intention​ally assessed the subject property in a discriminatory manner vis-à-vis other property of the same class in the jurisdiction. The subject property may be assessed higher than the statutory level of assessment or it may be assessed at the statutory level while other similar properties are assessed at a lower level of assessment. In these cases, a taxpayer must prove:


1.
The taxpayer has standing to appeal the assessment;

2.
The appeal to the BOE was made in a timely and proper manner;

3.
The true value in money of the subject property on January 1; and

4.
An intentional plan of discrimination against the subject prop​erty.

The most difficult element to prove in this type of case is that there has been an intentional or systematic plan of the assessment officials to discriminate against the taxpayer. This raises the problem of proving intent on the part of the assessor. In uniformity cases, the Commission has found that the practice of systematically assessing newer properties at the statutory level of assessment while failing to raise older assessments is an intentional plan of discrimination. An intentional plan of discrimination may also result from establishing a rule of valuation which results in the taxation of some types of property higher than other types in the same class.  So, even if the assessor did not intend to discriminate, if the assessor’s system of assessment or rule of valuation results in discrimination, the taxpayer is also entitled to relief.

C.
Misclassification/Agricultural Classification
The taxpayer may bring an appeal based on the allegation that the subject property has been misclassified.  The claim may be that real property has been misclassified as personal property and should be real or vice versa.  The more common case is one in which the taxpayer claims that the subject real property has been improperly classified. 

In a misclassification case, the taxpayer must prove:


1.
The taxpayer has standing to bring the appeal;

2.
The appeal to the BOE was made in a timely and proper manner; and

3.
The correct classification and/or Agricultural grade for the subject property.
Recent Agricultural Classification Decisions: See: http://www.stc.mo.gov 

Click on Legal Decisions; Click on 2013; Click on specific Appeal Number to read decision.

D.
Exemption 

The taxpayer in an exemption case alleges that the subject prop​erty is not subject to tax in Missouri because it falls within a category of property which has been specifically exempted from taxation by statute or by the Missouri Constitution. Mo. Const. of 1945, art. X, §6 (amended, 1982); §§137.100 and 137.101.

In these cases, the taxpayer must prove:


1.
The taxpayer has standing to bring the appeal;

2.
The appeal to the BOE was made in a timely and proper manner;
3.
The property is owned by a political subdivision of the state, or it is owned by a not-for-profit corporation that uses the property in conformity with the statute and the judicial test set out below.

The third element is crucial.  If the property is owned by a political subdivision of the state, it is exempt strictly by ownership.  If a charitable, educational, or religious use is claimed, the organization must pass the three prongs of the Franciscan Test.  That test is whether:

1.
The property must be owned and operated on a not-for-profit basis.  
The property must be dedicated unconditionally to the charitable activity in such a way that there will be no profit, presently or prospectively, to individuals or corporations.  Any gain achieved in the use of the building must be devoted to achievement of the charitable objectives of the projects.
2.
The property must be actually and regularly used exclusively for a charitable (or an educational or religious) purpose.  
“Charity” is defined as “. . . a gift, for the benefit of an indefinite number of persons, either by bringing their hearts under the influence of education or religion, by relieving their bodies of disease, suffering or constraint, by assisting them to establish themselves for life, or by erecting or maintaining the public buildings or works or otherwise lessening the burdens of government.”

3.
The dominant use of the property must be for the benefit of an indefinite number of persons and must directly or indirectly benefit society generally.

Franciscan Tertiary Province of Missouri v. State Tax Commission, 566 S.W.2d 213, 224 (Mo banc 1978).

Safe Course of Action for Exemptions:  If the Board does not feel it has sufficient information to grant the exemption, issue a Decision making no change in the assessment.  The taxpayer can appeal to the Commission where a full evidentiary record can be developed.

Recent Exemption Decisions:  St. Johns United Church of Christ v. Brooks (St. Louis Co.), 08-10000 – 2/26/10 – real property – pastor’s home; McGhee Ministries v. Brooks (St. Louis Co.), 09-14680 – 12/2/10 - automobiles; Wondrous Grace Ministries v. Zimmerman (St. Louis Co.) 10-10613 – 11/1/11 – automobile; Tri-County Christian Church v. Shipman (St. Charles Co.), 10-32532 – 2/22/12 – vacant land; Big Springs Medical v. Meyers (Carter Co.), 11-48501 – 8/28/12 – medical clinic; Islamic Community Center v. Zimmerman (St. Louis Co.), 11-10000 & 01 – 10/3/12 – real property; GH Community Development v. Alden et al (5 Counties), 10-4600 et al – 12/20/12 (Commission Decision) – rental houses; St. John’s Health System v. Wiggins (Phelps Co.), 10-78001 & 11-78000 – 1/10/13 – clinic equipment. 
VII.  Personal Property Appeals

A.
Two General Types

1.
Individuals – Motor Vehicles


2.
Businesses – Machinery and Equipment

B.
Assessment of Machinery and Equipment
· Section 137.122 – Establishes assessment procedure for Assessor’s Mass Appraisal Valuation.

· Assessor required to use standardized schedule of depreciation set forth in Section 137.122 to determine assessed value.

· Estimate of value presumed to be correct, but may be disproved by substantial and persuasive evidence.  Section 137.122.4
C.
Commission Decisions
Kohl’s Department Stores # 1192 v. Zimmerman (St. Louis County) – 09-10143 – 7/19/11;  Dana Light Axel v. Schauwecker, (Boone Co.) – 09-44501 – 3/6/12; Chrysler LLC v. Zimmerman (St. Louis Co.) – 10-10001 & 02 – 12/19/12   
Contact Information

· State Tax Commission of Missouri
P.O. Box 146
Truman State Office Building, Room 840
301 West High Street
Jefferson City, MO 65101

Phone: (573) 751-2414
Fax: (573) 751-1341
Website:  www.stc.mo.gov 
E-mail: stc@stc.mo.gov
· Technical Assistance Section - (573) 751-1735
· Legal Section - Appeal Information - Barbara Heller – (573) 751-1715
Barbara.Heller@stc.mo.gov 

· Missouri Property Tax Credit or the Homestead Preservation Act
Missouri Department of Revenue 
Property Tax Credit Claim
P.O. Box 2200
Jefferson City, MO 65105-2200
Phone: (573) 751-3505
Fax: (573) 751-2195
For forms call 1-800-877-6881 or visit their Websites:   http://dor.mo.gov/tax/personal/ptc/ (Property Tax Credit)
http://dor.mo.gov/tax/personal/homestead/ (Homestead Preservation Act) 

Common Issues on Appeal


1.
Overvaluation


2.
Misclassification


3.
Discrimination/Uniformity


4.
Exemption 

Overvaluation
· Taxpayer asserts property is valued above market value

· Most common type of appeal

· Issue is “What was the fair market value as of the valuation date?”

Real Estate Overvaluation Appeals

· Burden of Proof

· Substantial Evidence

· Persuasive Evidence

· Market Value

· The Appraisal 

Three Types of Recognized Approaches to Value

1. Cost Approach
2. Sales Comparison Approach

3. Income Comparison Approach 

Cost Approach


Underlying principle of a cost approach is:  

A buyer will not pay more for one property than the cost of acquiring an equally desirable substitute property, assuming no undue/costly delay.

A good cost approach should contain:
· Opinion of value and description of the methodology used

· Land value based upon comparable sales of unimproved land

· Narrative explanation of why or why not the replacement or reproduction cost was used

· Estimate of reproduction cost or replacement cost new, including method and sources

· Amount and type of depreciation applied, including a narrative explanation

· Final opinion of value 

Reproduction /Replacement Cost New less

· Physical deterioration

· Functional obsolescence

· External obsolescence

= Reproduction/Replacement Cost New less Depreciation [RCNLD]

+ Land value

= Final Value Indication
Reproduction Cost

Cost of producing an exact replica of a building or improvement using the same or very similar materials, design, and workmanship.
Replacement Cost

Cost of producing a building or improvement having the same utility, but using modern materials, design, and workmanship.
· Cost Data Structures

· Marshall and Swift Publication Company

· Boeckh Publications, a division of Thompson Publishing Corporation 

· F.W. Dodge Cost System
DEPRECIATION
1. Physical Depreciation

2. Functional Obsolescence

3. External (economic) Obsolescence
Physical Depreciation

· Curable Physical Deterioration

examples:  broken windowpanes, cracks in plaster, worn out flooring, faded paint
· Incurable Physical Deterioration

Examples:  cracked foundation 

Functional Obsolescence

· Curable Functional Obsolescence

· old-fashioned bathroom and kitchen fixtures

· inadequate hot water or heating systems
· Incurable Functional Obsolescence 

· poor room arrangements

· superadequacies such as high ceilings

· undesirable shape or location on a site of a commercial structure

Land Value
· Sales Comparison Approach or alternative allocation or extraction approach if there are no comparable land sales.
Sales Comparison Approach


A good sales comparison approach should include:
· Name of the owner(s), location, date of sale, conditions of sale, land and improvement areas, sales price and source of information for each comparable sale

· Narrative explanation why comparable properties were selected

· Statement by and with whom the sales have been verified

· Specific listing of adjustments made

· Final indication of value, including explanation 

Elements of a Sales Comparison Approach which Boosts its Reliability
· Thorough inspection

· Verification of sale and condition

· Close comparability

· Superior and inferior comparables

· Market justification for adjustment

· Use of sales grid

Elements of a Sales Comparison Approach which Detract from its Reliability
· No adjustments

· Poor comparability

· Inadequate verification

· Not relying on best comparable

Income Approach


Definition - Any method of appraising that converts income into an estimate of value
Premise - The value of a property is equivalent to the present worth of the net income it may be expected to produce during a normal term of ownership or over its remaining economic life
A good income approach should contain:
· Complete reconstructed income and expense statement showing economic or market values for

· Potential gross income

· Vacancy and collection loss

· Miscellaneous income

· Effective gross income

· Operating expenses

· Net operating income

· Capitalization method and rate used

· Statement of applicable tax levy rate

· Sources of actual and market expense, income and capitalization rate figures

· Final indication of value

Discrimination/Uniformity

· Taxpayer believes his property is assessed higher than others

· Extremely hard to prove

· To defend, show that other properties within that subclass are assessed at a similar percentage of market value

Misclassification/Agricultural Grade

· Usually arises when land is vacant or when improved properties are in a state of transition

· Classification based upon actual use

· Agricultural land

· Agricultural land grades 

Exemptions

· Charitable
· Religious
· Educational
· Schools

· Educational Organizations

The Franciscan Test
1. The property must be owned and operated on a not-for-profit basis

2. Must be dedicated unconditionally to charitable activities

3. The dominant use of the property must be for the benefit of an indefinite number of people and there must be a direct or indirect benefit to society

Personal Property Appeals

Two general types:

1. Appeals by individuals on automobile assessments

2. Appeals by businesses on their machinery and equipment 

Machinery & Equipment
· Mass Appraisal under §137.122

· No Commission Decisions under §137.122

State Tax Commission 573-751-2414


Maureen Monaghan, Chief Counsel  573-751-1730 or 


					Maureen.Monaghan@stc.mo.gov











